Matter of Fact ...... 


Nature of a Bind 



PRESIDENT Johnson is 
in a bind on the budget; the 
bind has reportedly made 
him exceedingly edgy; and 
consequently 
the whole 
city of Wash- 
i n g t o n is 
suffering, at 
the moment, 
from ex- 
t r e m e re- 
flected edgi- 
ness. 

In order to 
get a clearer 
notion of the 
problem, the best place to 
begin, curiously enough, is 
the one place where .the 
shoe has rather abruptly 
ceased to pinch. Unemploy- 
ment has already dropped 
sharply, and the wisest fore- 
casters are beginning to talk 
about a further drop to the 
3 per cent unemployment 
rate attained during the 
Korean wartime period of 
fairly uncomfortable eco- 
nomic super-heating. 

Thus the big, job-creat- 
ing programs on the Pov- 
erty-Great Society front, 
that were on the verge of 
presentation only a month 
or so ago, do not need to 
be thought about any 
longer. And they were very 
big programs. 

To dry up poverty pock- 
ets, in fact, the Office of 
Economic Opportunity had 
a plan for job creation that 
would eventually have 
taken 750,000 persons off 
the unemployment rolls, at 
an average cost of $5000 per 
person, or about $3.75 bil- 
lion for' the program’s dura- 
tion — which would have 
gone well beyond one year, 
naturally. If unemployment 
is to drop to 3 per cent, of 
course, such a program 
would make problems, not 
solve problems. 

But the reason the fore- 
casters think unemployment 
may drop to 3 per cent is 
also the reason the Presi- 
dent is now in a bind. 
Briefly, military spending 
must undoubtedly increase 
by a large total— $10 billion 
is a good, perhaps minimum 
guess. 

IRREVERSIBLE spending 
commitments under the 
great .Johnson Education 
Act will add about $1 billion 


more to the new budget. 
Other Great Society commit- 
ments, unless abandoned, 
can be counted on to add a 
further $1.5 billion, plus or 
minus. Private industrial in- 
vestment in new plant and 
equipment is up a whacking 
15 per cent or about $3.5 bil- 
lion. And there is nothing to 
counter all this except an in- 
crease of about $2.5 billion 
in the annual Social Security 
withdrawal from the econ- 
omy. 

No wonder, then, that “in- 
flation” is the word they 
mutter nowadays with bated 
breaths in policy-making cir- 
cles. A desire to prevent “in- 
flation-psychology” in fact 
dictated the misleading man- 
ner of the recent announce- 
ment of B-52 and B-58 super- 
annuations and new Defense 
Department base closings. 

If you look at the fine 
print, you discover that this 
sensible program will get rid 
of very few planes and bases 
and save very little money 
this year. The fact that most 
of the superannuated planes 
will be replaced by a bomber 
version of the F-lll was also 
elaborately played down. No 
doubt by President John- 
son’s personal direction (for 
he is a great old stage-man- 
ager) all this stage-manag- 
ing was meant to convey the 
impression of ruthless, al- ' 
most bloody-minded econ- 
omy. 

The; reality behind the im- 
pression is the threat of a 
projected budget deficit as 
great -ais, or even greater 
than, the famous record def- 
icite of $12.4 billion achieved 
by President Eisenhower in 
1959. And no amount of 
stage-managing will prevent 
a deficit of these dimensions 
from being hotly, perhaps 
fatally inflationary. 

SINCE THE money must 
be found to pay for the 
Vietnamese war, that leaves 
the President with the pain- 
ful choice already under- 
lined in this space. Either 
he can take the road hinted 
a*t 'the other day by 'the bril- 
liant liberal economist, Paul 
Samuelson, when he said to 
the Secretary of the Treas- 
ury, “You know, Joe, fiscal 
flexibility has to work both 
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ways.” 

Either, in other words, the 
President can raise taxes, or 
he can get the budget deficit 
under control by 'abandon- 
ing— one might almost say 
dishonoring— his Great So- 
ciety commitments. For the 
promise to go forward, to 
do more rather than less, is 
very clear indeed; and this 
promise is inherent in just 
about every Great Society 
Program from Head Start to 
Vista. 

One does not want to be 
emotional about this choice 
that will almost certainly 
have to be made. The fright- 
ful inflammation revealed 
for instance, by the report of 
the commission studying the 
Waffcts riots, will be irnittense'* 
ly reduced by the expected 
drop in the unemployment 
rate. Jobs, more jobs, and 
still more jobs 'are the best 
poultice for this kind of 
social ulcer. 

Therefore, whereas cutting 
back on Great Society 
spending would have been 
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acutely dangerous, with 'dif- 
ferent job projections, it 
cannot be called acutely 
dangerous now. Or at any 
rate, it will not be dangerous 
if the hopes and expecta- 
tions aroused by such proj- 
ects as Vista and Head 
Start and the Neighbor- 
hood Youth Corps and by 
the Education Act are not 
rudely disappointed. 

But in order to avoid 
this kind of rude disappoint- 
ment, overly severe cuts in 
current spending rates have 
to be ruled out. Further- 
more, the rates have been 
rising fast. The poverty pro- 
gram, for instance, with an 
over-all appropriation of $1.5 
billion, will reach a spend- 
ing rate of $2 billion per 
annum this month. All of 
which brings one back to 
the tax alternative that is 
more and more discussed. 
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